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Executive Summary

China s deciduous fruit production increased again this season, due mainly to the lack of negetive weether effects and
the continuing maturity of existing planted trees. Post estimates that gpple production will increase by sx percent to
22.05 million tons, grape production by 13 percent to 2.757 million tons, and pear production by four percent to 8.05
million tons.

The improved domestic economy combined with low locd fruit prices has helped Chinese fruit consumption rise.
Prices for domedtic fruit remain low, but have yet to affect production in any mgor manner. However, some acreage
conversion out of deciduous fruit is occurring, as evidenced by another year of lower apple acreage. While the overal
processing rate for deciduous fruit continues to hold steady a gpproximately ten percent, grape processing is showing
increases, particularly for the production of wine.

China gill exports far more fresh deciduous fruit than it imports, except in the case of grapes. Grape imports surpassed
exports as during the previous year. One mgor difference in trade patterns over the last marketing year is officid
imports were higher than Hong Kong re-exports for apples, pears, and grapes. The specific reason for this Situation
currently is unknown, but could be a gtricter import regulation enforcement, improved customs accounting, more direct
importation, or any combination of these posshilities. Despite U.S. anti-dumping actions againgt Chinese gpple juice
concentrate exports, China s exports of this product were greater than during the previous marketing year.

Although China s distribution and storage infrastructure has improved over the last severd years, imperfectionsremain
and dlow the country to continue as a good market for some vareities of U.S. fresh deciduous fruit.

General

Officid data on Chinas deciduous fruit production covers apples, grapes, and pears. Chinas nationa production and
acreage estimates currently are released on amore timely basis than in the past, but the release of provincid estimates
often face ddays. Officid prdiminary nationd estimates for the year 2000 crops will not be released until later in the
year, after the harvest has aready begun. The most complete set of nationa and provincia deciduous fruit data now
available isfrom 1998.

Officid data on tree numbers does not exist. Estimates are difficult to congtruct, because the vast mgority of Chinas
fresh deciduous fruit is grown by individua growers on smal parcds of land. Estimates in this report are based on
interviews and random samples from the mgor growing and trading aress.

Estimates of Chinas imports are based on the country's officid customs statistics and Hong Kong re-export statistics.
Overdl, Chinaisthe main recipient of Hong Kong re-exports of fresh deciduous fruit. Although Hong Kong's data
gives agood indication of the vaue and volume of Chinds actud imports, they are not a perfect indicator. A portion of
products that list Hong Kong as afind destination is aso known to end up in China. Since this trade tends to be
unaccounted, the amounts and vaues going to Chinain this fashion are difficult to caculate.

China s officid currency isthe Renminbi (RMB), dso known asthe Yuan. All Chinese prices are converted into U.S.
Doallars a the exchange rate of one Dollar equals 8.267 RMB. The exchange between these two currencies has
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remained near thislevd for the last severd years.

Production

Chinds deciduous fruit production will increase in 2000, but the rates of increase will be smilar to last year’ s changesin
the crop. Although no officid estimates have yet been released, with the exception of grapes, industry participants
expect amodest increase in this year's harvest. Post estimates that gpple production will increase by six percent to
22.05 million tons, grape production by 13 percent to 2.757 million tons, and pear production by four percent to 8.05
million tons.

The continuing maturity of China's planted apple treesis believed to have contributed the most to this season’srisein
production. Despite hot and dry conditions throughout the main deciduous fruit growing regions this summer, negetive
wesgther effects on the gpple crop have been limited to non-existent. The same Stuation applies to the expected growth
in Chind s pear production this season. A Chinese Minigtry of Agriculture officid last year estimated that gpproximately
haf of the country’ s deciduous fruit trees had reached their maximum production potentid, while the remaining trees
had yet to bear fruit or still were maturing towards their maximum production potentid. The estimated rise in grape
production is believed to be due to increases in the production and demand of processed grape products, particularly
wine.

In regards to future increases in China s gpple production, the peak may be reached soon. China s officia acreage size
in 1999 declined, the third year in arow, faling to 2.44 million acres. This acreage is greater than 1993's acreage of
2.23 million hectares , but less than 1994's acreage of 2.69 million hectares. As China' s gpple acreage declines and its
gpple orchards achieve a grester level of maturity, production eventualy will level off. Although the trend indicates this
gtuation should occur in the future, the production peak probably still is a decade away.

Production of al mgor deciduous fruits increased in 1999. According to recent Chinese Ministry of Agriculture data,
gpple production in 1999 was up 7 percent to 20.8 million tons, grapes were up 15 percent to 2.71 million tons, and
pears were up 6 percent to 7.74 million tons. No officia figures on the 1999 crop areafor specific deciduous fruits
have been published. However, a Chinese Minigtry of Agriculture officia recently told Post that in 1999 the totd gpple
growing areawas 2.44 million hectares, the tota grape growing area 223 thousand hectares, and the total pear growing
area 977 thousand hectares.

Mogt of Chinas deciduous fruit is grown by many individua growers on smal parcels of land. The average amount of
land each grower devotes to growing fruit is a couple of mus or less, one mu equas gpproximately one-fifteenth of a
hectare. More successful growers often manage a greater amount of acreage, usualy threeto eight mus. Large
commercia orchards with acreages in the hundreds of hectares are rare.

Grower specidization in fruit production usudly depends on the land that they are usng. Growers using flat land tend to
diversfy into many different crops. Along with deciduous fruit, they probably will dso grow grains and/or vegetables.
Growers with uneven land which indude parts of hills or mountains often will specidize in fruit, because their land has
few other uses. Some deciduous fruit growers do not even pecidize in one type of fruit, using their smal parcd of land
to grow apples, grapes, pears, peaches or a least any combination of two a the sametime. Growers following this
practice are using it as a hedge againg price risks. While gpple and pear prices in Chinatend to change in tandem,
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those of grapes and other fruits do not always follow the same trend.

Harvedting of dl varigties of deciduous fruit in China occurs from late summer to autumn, particularly from August to
mid-October. In recent years, at least with gpples, attempts have been made to extend the harvest season by raising
varieties that ripen early. For example, early harvest apple varieties are now becoming more prevaent in Shandong
province. The Zhuguang, Teng Mu #1, and Gaa apple varieties which begin their harvest season in mid-July and finish
during early August are becoming more popular, but their percentage of the total crop istill smdl. The harvest time for
pears varies across the country, from June to October. Juneto duly is the main harvest time for pearsin the southern
part of Chinaand September to October in the northern part. The bloom period for most gpples and pearsin Chinais
April and for grgpes May. In the southern deciduous fruit growing aress, blooming and harvesting sometimes begin a
week or more before the north.

The Fuji continues to be the most widely growth gpple vareity in China. According to the country’s Minigtry of
Agriculture, Fujis account for approximately 45 percent of acreage and production. The percentage amountsin
Shandong and Shaanxi respectively, China s two largest apple production regions, are 70 percent and 50 percent. The
second mogt widdly grown gpple vareity in Chinaiis the New Red Star (Chinese pinyin: Xin Hong Xing), accounting for
12 percent of total acreage and production. Other popular vareitiesinclude: the Chagin, Guoguan, Qinguan, and the
Jnguan, each at lessthan 10 percent. The Qinguan vareity isthe most popular anong China s gpple juice concentrate
producers.

Wrapping individua apples in bags during the fruit’s growth phase is occurring with greeter frequency in the eastern part
of China. The purpose of the bagging is not only to decrease the risks of disease and pest damage, but aso to modify
the fruit’s color. According to industry sources, bagging the gpples for most of their growing phase can alow the fruit
to acquire a brighter red coloring which isliked by both domestic and certain overseas consumers. In addition, sources
sad that the bagging does not affect the fruit's sze. According to one grower in Shaanxi, wrapped apples tend to fetch
higher prices at the markets, easily earning RMB 2.00 ($0.24) per kilogram versus RMB 0.60 to 1.00 ($0.07 - 0.12)
for non-wrapped apples. The investment, according to her, is quite smal. Bags used for wrapping cost RMB 0.20
($0.02) each. Despite the higher return and smdl investment, Post visua surveys of apple orchardsin Shandong and
Shaanxi this year indicate that the percentage of apple wrapping il is small, probably less than ten percent of the total
harvest. Bagged apples usually are Fujis and many are exported.

Unlike gpples, no sngle vareity dominates pear production in China, but saveral account for most of China's
production. Y a pears are the most popular variety, accounting for 30 percent of production. They are the main variety
grown in Hebei province, Shandong province, and the Tianjin/Beijing city digtricts. Su and Xuehuapears dso are
widdy grown. The Su pear dominates pear production in Anhui, Shanxi, and Xinjiang. According to the nationa
Minigtry of Agriculture, the top four most widely produced pear vareities are the Y a, Su, Xuehua, and Pingguo/Apple.
Altogether Chinamainly grows 13 different varieties of pear.

In Laoshan county near the east coast city of Qingdao, loca growers are raising a pear which resembles the Bartlett
variety and islocaly referred to asa'Yang (foreign) pear. This pear’ s neck is shorter than a Bartlett and itsskin is
yelowishin color. Introduced to the area Six years ago, this variety is becoming popular with loca growers, because its
market prices are much higher than those of other pear varieties.

Among grapes, the most popular vareity is the Jufeng. Most of China s grape production is made up of 12 different
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vareities. Inthe 1990s, Red Globe grape production made its debut, but the acreage presently islimited. According to
one published report, Red Globe grape acreage in China during 1998 equaled 1,330 hectares, |ess than one precent of
that year’ s overdl grape acreagein China. The acreage mainly islocated in the provinces of Liaoning (400 hectares),
Hebe (330 hectares) and Shandong (120 hectares), al located on China's east coast. The same source stated that the
local government of Shaanxi plans to establish a Red Globe grape production base with acreage of 13,300 hectares by
the year 2005. The specific location was not cited. However, the time when domestically produced Red Globes are
widdy available to consumersin Chinamay not occur in the near future. Shandong provincid agriculture officids
admitted that Red Globe production in their province is plagued by mgor disease problems.

CHINESE PROVINCIAL APPLE PRODUCTION
(1996 - 1998)

1996 1997 1998
[PROVINCE  h 000 ha MT 1,000 ha MT 1,000 ha MT
Bsijing 231] 172,088 21.0 153,835 203| 162,930
Tianjin 132] 71,164 12.5 80,253 11.0 88,388
[Hebei 384.8| 1,566,759 3713 1,751,374 355.3| 1,930,339
Shanxi 191.7] 919,660 206.1 1,101,227 196.0] 1,410,718
Inner Mongol 358 39,200 35.1 38,439 24.0 36,729
|Lizoning 261.4] 1,505,993 234.6 1,611,487 217.0| 1,674,628
lin 205 57,618 19.6 61,705 200| 105877
|Heilongjiang 312] 78,073 36.4 96,993 364 102,137
Shanghai 0.0 0 0.0 0 0.0 0
Uiangsu 789 440,737 68.0 549,159 60.8| 628721
Zheiiang 0.4 611 0.4 806 0.4 991
AMG 424 218354 42.4 272,130 321 257,280
[Fujian 0.2 137 0.2 131 0.2 218
Jang 0.0 0 0.0 0 0.0 0
Shandong 663.3| 6,056,428 618.5 5,582,052 556.8] 5,995,558
[Henan 341.3| 1,820,507 293.9 1,972,032 269.0| 2,226,397
[Hube 135] 42,984 13.8 58,644 12.5 60,029
[Hunan 0.0 0 0.0 0 0.0 0
|Guangdong 0.0 0 0.0 0 0.0 0
|Guangi 0.0 0 0.0 0 0.0 0
|Hainen 0.0 0 0.0 0 0.0 0
chongeing N.A. N.A. 2.0 4,274 2.1 6,167
Sichuan 345 138831 295 161,166 284 177,420
|Guizhou 7.2 4,785 6.9 5713 7.2 6,828
Y unnan 472] 65763 47.7 80,330 46.4 79,767
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Tibet 14 3,049 1.3 4,837 1.0 4,265
Shaenxi 502.0] 2,958,884 488.0 2,636,537 4554] 3,473,510
[Gansu 211.5 515,083 212.0 561,019 199.0 670,039
IQi_ngha' 4.5 18,935 4.4 18,884 4.4 16,138
Ningxia 315 109,159 30.6 140,363 24.9 125,552
Xinj-iaﬂg 45.4 247,444 42.2 275,178 41.0 240,094
SUM 2,986.9] 17,052,246 2,838.1 17,218,571 2,621.6] 19,480,720
Source: China State Statistic Bureau
[Note: The provincia production and areafigures for 1999 till are unavailable.
Tota production in 1999 equaled 20.8 million metric tons and total crop area
2.44 million hectares.
CHINESE PROVINCIAL GRAPE PRODUCTION
(1996 - 1998)

1996 1997 1998
[PROVINCE | 000 ha MT 1,000 ha MT 1,000 ha MT
|Beijing 11 14,440 13 18,310 1.6 20,318
Tianjin 2.1 37,980 2.4 47,663 3.5 56,032
|Hebei 22.7 304,721 25.9 361,689 315 404,436
Shanxi 6.7 30,687 6.4 28,178 6.3 33,393
Inner Mongol 2.2 12,617 2.6 15,142 2.2 16,826
ILia)nirg ) 11.6 185,421 11.8 193,380 14.2 275,557
Jlin 1.7 46,238 7.9 44,591 8.6 50,302
IHeiIongiii]g 2.0 8,621 19 7,916 1.6 8,157
Shanghal 16 28,346 13 29,919 12 26,679
angs 39| 62,707 4.9 67,907 42| 71577
Zhejiang 43 79,700 A5 95,829 A5 92,021
Arhi 47| 30,797 4.5 30,684 36| 34281
|Fujian 1.9 18,978 19 21,650 2.1 27,503
Jangxi 1.7 3,871 1.6 3,375 2.2 2,551
Shandong 16.0 210,555 17.5 215,839 20.9 268,986
|Henan i 10.3 101,520 9.7 120,367 11.3 153,047
[Hube 45| 35805 3.6 49,595 4.0 53,893
|Hunan 3.2 11,131 3.1 11,272 3.0 13,359
|Guangdong 0.0 0 0.0 0 0.0 0
[Glanyi 0.0 0 0.0 14,929 0.0 21,662
UNCLASSFIED Foreign Agricultural ServicelUSDA
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[Hainan 0.0 0 0.0 2 0.0 0
[Chongaing N.A. N.A. 1.0 5,942 1.0 8,618
Sichuan 32.6 76,814 5.3 66,659 5.1 82,611
|Guizhou 6.3 6,618 2.2 6,822 3.4 7,621
Y unnan 29.0 9,008 1.2 11,697 1.6 11,881
Tibet 0.1 0 0.0 0 0.0 0
Shaanxi 55.0 48,928 5.0 39,357 4.3 41,845
|Gansu 54.0 9,429 1.7 11,501 2.2 13,782
IQi_ngha' 1.0 159 0.0 189 0.0 67
mxia 2.1 5,180 1.0 5,243 19 5,806
Xinjiang 235 502,866 28.0 498,160 32.0 555,408
SUM 153.5] 1,883,137 158.2 2,032,807 178.0] 2,358,219
Source: China State Statistic Bureau
[Note: The provincid production and area figures for 1999 ill
are unavalable. Totd production in 1999 equaed 2.71 million
Imetric tons and tota crop area 223 thousand hectares.
CHINESE PROVINCIAL PEAR PRODUCTION
(1996 - 1998)

1996 1997 1998
[PROVINCE | 000 ha MT 1,000 ha MT 1,000 ha MT
IBeijing 1.7 90,779 7.9 94,535 8.9 105,436
Tianjin 3.1 18,271 3.1 22,466 3.0 25,305
|Hebei 233.7 1,977,097 230.4 2,113,339 224.3] 2,388,517
Shanxi 30.2 79,189 30.4 91,603 30.8 101,843
Inner M ongol 310 104,341 27.3 102,115 34.5 116,421
|Lizoning 92.0 477,330 80.8 471,870 82.1 610,898
Jlin ) 511 113,390 34.4 101,042 34.0 134,799
[Hellongjiang 6.2 10,933 6.5 12,384 6.7 28,357
Shanghai _ 10| 13504 0.8 14,651 08| 12895
Jiangsu 19.3 282,530 24.0 312,562 23.0 308,453
th'?ang 8.6 59,000 9.8 73,983 11.0 85,740
Anhui 22.8 236,069 29.1 307,332 29.5 426,452
|Fujian 15.6 48,884 16.5 59,056 17.2 72,289
Jangxi 23.3 30,926 23.5 37,466 21.3 32,784
Shar-1dong 90.3 754,478 78.0 778,169 63.3 714,667
UNCLASSFIED Foreign Agricultural ServicelUSDA
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|Henan 24.0 138,724 235 148,144 27.3 202,469
|Hubei 41.4 341,635 48.6 480,268 51.4 564,420
IHunan 13.8 20,151 14.4 23,290 14.3 24,719
|Guangdong 6.6 23,956 7.0 27,436 9.5 31,621
|Gumgxi 7.4 55,346 9.1 60,167 9.5 62,381
[Hainan 0.0 0 0.0 0 0.8 0
IChongqi_ng N.A. N.A. 9.1 31,250 11.6 52,070
Sichuan 32.6 209,006 25.0 200,372 27.8 249,712
|Guizhou 6.3 29,115 9.0 31,592 2.0 38,972
Y unnan 29.0 136,243 36.1 149,387 35.3 145,803
Tibet 0.1 775 0.1 929 0.1 1,515
Shaanxi 55.0 244,382 54.0 266,063 52.0 376,370
[Gansu 54.0 177,456 57.2 242,462 57.4 238,237
[Qinghai 1.0 7,807 1.0 5,891 1.0 6,585
INingxia 2.1 7,282 2.0 7,930 2.2 6,951
Xinjiang 235 118,033 25.4 147,123 25.8 108,783
SUM 932.6] 5,806,632 924.0 6,414,877 918.5] 7,275,464
Source: China State Statistic Bureau

[Note: The provincid production and area figures for 1999 ill

are unavailable. Totd production in 1999 equaled 7.74 million

Imetric tons and tota crop area 977 thousand hectares.

Crop Area

Deciduous fruit isgrown in al of Chind s provinces, except in Hainan which islocated in the country’ s far south.
Production is mainly centered in the north, streaching from the country’ s far west to the northeast coast. The leading
provincia producers of gpples include: Shandong on the country’ s east coast, Shaanxi in the west, Henan in the north
central, and Hebel on the east coast. For pears, the leading provincia producers are Hebel, Shandong, and Hubei in
the center of the country. Asfor grapes, Xinjiang in the country’ s far west, Hebel, and Liaoning are the leading
producers.

The generd trend for China s gpple acreage is down. Apple acreage from 1996 and 1999 declined from 2.97 million
hectares to 2.44 million hectares, a decrease of around 18 percent. For this season, the Ministry of Agriculture
currently estimates that acreage will decline again. The Ministry aso expects the pear acreage to decline this season.
In 1999, after three straight years of declines, pear acreagerose. For grapes, the trend remains upwards. China's
grape acreage rose every year from 1996 to 1999 and the Ministry believesit will increase again this year.

Shandong province on China s east coast remains the country’ s leading apple producer, achieving 6.43 million tons of
gpples on 498.2 million hectaresin 1999. However, acreage has been declining for the last four years and the
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province s leading position soon may be affected. Causing the decline has been grower switching from apples to more
lucrative crops such as cherries, strawberries, and vegetables. Over the last few years, local industry officids and
participants have been predicting that Shaanxi province in the future will overtake Shandong as China s leading apple
producing province. Although the genera trend in Shandong's production and acreage has been down, mixed trends
with Shaanxi’ s production and acreage indicate that these predictions may not come true anytime in the near future.

Hebe province in northern Chinaiis the country’ s leading pear producer and probably will continue this postion into the
near future. However, the southern producing provinces, according to China s Mindtry of Agriculture, are showing the
greatest acreage growth. These provinces include: Zhgjiang, Hubei, Sichuan, Chongging, Jangsu, and Jangxi.

At the gpple and pear orchard leve, two mgor planting styles exist: row spacing and circular spacing. Between the
two styles, row spacing is becoming more dominant, especialy among growers with larger holdings. Row spacing
refersto planting treesin distinct rows. Based a random measurements by Post over the last two years, the distince
between trees in rows tends to range between two and four meters and between rows two to five meters. Circular
gpacing refersto planting trees in such away asto give each tree a minimum radius from the other trees in the orchard.
This minimum radius often varies from two to two and a haf meters. Row spacing is dominant in the leading gpple
producing provinces of Shandong and Shaanxi.

Asfor grapes, usng trellis lean-tos sat in rows and cloths-line structures are popular growing arrangements. Cloths-line
gructures are basicaly aline of posts with crossbars on their tops and wire strung between their posts. Although the
specific shapes, dopes, and lengths of the lean-tos may vary, spacing tends to range from one to two meters between
rows. Varidions exist with the cloths-line Sructures too. In addition, growers sometimes will place their vines on
fences and other man-made structures in order to maximize their utilization of space.

Yidds

Apple treesin China upon reaching full maturity produce 20 to 60 kilograms per tree each season. The rate of
production among pear treesisin adightly higher range. Planting dengity of apple and pear treesin Chinafalsinto a
range of 80 to 270 trees per mu, 1,200 to 4,050 trees per hectare. Based on random measurement sampling of apple
and pear orchards, the higher densities tend to occur in the country’ s eastern part. China's apple and pear yiddsin
generd depend on many factors, including the variety, westher, soil conditions, the incidence of pests and disease, and
agricultura chemicd use.

Approximately 60 to 70 percent of China's gpple trees are bearing. A mgority of the bearing trees are relatively young
and mogt likely could il produce for another 20 to 30 years. According to a Ministry of Agriculture officid,
approximately haf of China s apple trees are currently producing a their maximum potentia, about 20 percent are
producing yet till too young to be producing at their maximum, and the remaining 30 percent have yet to begin bearing
fruit. The percentage of trees ending their productive lifein the short run is small. In Ching, for gpples, trees need five to
seven year's before reaching bearing age. In contrast, pear trees usudly require only three to five years.

Like lagt year, the hot and dry westher during the summer in the main deciduous fruit growing regions have limited the
effects of disease and pests on thisyear’ s crop. Disease and pests on average only affect one to two percent of the
deciduous fruit crop in orchards that are properly managed. On those whose management is poor to average, the
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percentage of the crop that can be affected is gpproximately five to ten percent. Industry sources say that the most
prevalent apple and pear tree diseases in China are Physalospora piricola (Nose) and Vasamdi (Miyabe et Y amba).
The former ismainly a pear tree disease, but has been known to affect apple trees too.

The only deciduous fruit vareity in China plauged with major disease problems has been Red Globe grapes. According
to Shandong province agriculturd officids, asizable amount of their province s crop is infected with Black Pox Disease
(Sphaceloma ampdinum de Bary) and Downy Mildew (Plasmopara viticola (Berk. Et Curtis) Berl. Et de Toni). The
former is said to be more prevadent than the latter. The officias added that loca conditions and the environment is
mainly to blame for the problem. Red Globe grapes make up an extremely small percentage of Chinas grape crop.

Inputs

Chinese deciduous fruit growers production costs on average range from 300 to 600 RMB per mu ($36 to $73),
4,500 to 9,000 RMB per hectare ($544 to $1,088). Specific costs per grower mainly depend on grower acreage and
management methods. On afew of the better managed holdings, whose growers strive to produce superior quaity
fruit, production costs can reach arange as high as 1,000 to 2,000 RMB per mu ($121 to $242), 15,000 to 30,000
per hectare ($1,814 to $3,628).

Growers main production input usudly is agricultura chemicas, mainly pesticides and plant medicines. The number of
gpplications often ranges from three to seven times per season. The specific number of applications tends to depend on
various factors, i.e. weather, incidence of disease in theregion, etc. Growers often will gpply the chemicas themselves
with smple hand sprayers. However, in some locations, individuas will sell application servicesto growers. These
individuas often are growers themsalves. Chemicals used to extend the harvest season are rare, because growers
believe yidds would be adversdly affected.

Fertilizer usage is not great among deciduous fruit growers due to its expense. Asde from the cost, another reason for
the limited use of fertilizers focuses on the land surfaces on which many gpple and pear trees are grown. A sizable
percentage of gpple and pear treesin Chinaare grown on uneven and doping land which makes it difficult for growers
to keep fertilizersin place in order to benefit their trees. Application on these surfaces sometimes leads to high wastage
rates. This problem usualy does not occur with plant medicines which growers generdly apply by spraying onto the
trees.

Despite continued dependence on chemicals for growing deciduous fruit in Ching, the Minigiry of Agriculture says that
they are now promoting a decrease in their usage. The officids say that environmental protection in recent times has
become an important issue. In Shandong province, for example, the officials claim that they currently are encouraging
more bio-friendly methods of disease and pest control. Lastly, the Minigtry of Agriculture dso sates that no geneticaly
modified deciduous fruit currently isgrown in China. They believe that research in this area might be occurring
somewhere in China, but no commercia growing exigts.

The use of machinery in support of deciduous fruit planting, growing, and/or harvesting is limited to non-exigtent in
China. Grower orchards tend to be too small to makeits use cost effective.

Collective (locd government owned) and large individua fruit orchards during harvest time sometimes will employ loca
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and migrant workersto assst with the harvest. Smal growers usudly do al of the harvest work themselves.

Thelevel of grower orchard management knowledge and skillsis generaly low across the country, especidly in regards
to tree grafting and pruning. Only in Shandong provinceisthe overal knowledge and skill leve dightly higher.
Compared to other provinces, greater attention was paid to management knowledge and skills much earlier

Production Policy

The government till alows free market forces to determine deciduous fruit prices and production, a policy that was
implemented in 1984. Indications are for its continuation into the near future. Officids dedling with fruit production
claim that the government provides some educational and technical support to growers, but growers recently
interviewed by Post have clamed otherwise. In addition, government officids gill believe overseas cooperation and
invesment are necessary to see vast improvements in their fruit industry within a short period of time.

Chinese government assistance to fruit growersis administered at the county level. According to severa different
provinces agriculture bureaus, assstance generdly is management advice, technica training, education concerning
available varaties, and market information. Other assstanceis available, but on afee basis. For example, Hebel
provincia authorities have begun establishing tree fruit hospitals in their main growing areas in order to better control
disease and pest problems. Provincid agriculture bureau officias admit that the levels of assstance given to fruit
growers has declined in recent years, because these growers tend to earn much more than the average farmer in China
China s nationd Minisgtry of Agriculture and the provincid agriculture bureaus manage production and do not get
involved in assstance adminigtration.

In regards to taxation, growers are taxed in adightly different manner than the average farmer. Instead of turning over
apercentage of their crop, fruit growers are assessed a Nationd Agriculture and Forestry Speciaty Product Tax which
equas gpproximatdly 12 to 13 percent of each individua grower’s yearly income. Aswith assstance, thistax is
collected by the county authorities. The tax was initiated due to the huge rise in cash crop production during the 1990s.
However, thistax usudly is not the only tax which growers pay. Other taxes are collected, but amounts and the
specific purposes (i.e. population, public security, etc.) vary from county to county across the county.

Despite provincid government deciduous fruit indudiry officids clams of assstance dbeit limited, several Chinese
deciduous fruit growers recently interviewed by Post unanimoudy said that they receive no growing assstance
whatsoever from any level of government. The only visible exception to this clam was a poster owned by one of the
interviewed growers. According to the grower, the poster in the form of a cdendar and containing growing,
mangement, and chemical usage advice was digtributed to them last year by the loca agriculture bureau. However, this
same poster dso contain advertisements for ten different agricultura chemica companies, including a couple of Sino-
oversess joint ventures, indicating that it originaly may have been created by the chemica companieswho in turn
solicited the county agriculture bureaus for digtribution assstance.

Allowing fruit prices to be determined by market forces has enabled growers to earn incomes which are usudly higher
than the average farmer. Grower tend to earn two to ten times more than farmers who focus on grains. However,
consgtent low farmgate prices over the last severa years has dulled the dlure of making money through deciduous fruit.
In some production regions, growers aready have taken action by switching to other crops.
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Farmgate prices for deciduous fruit this year are a gpproximately the same leve aslast year. Inthe mgor growing
provinces of Shaanxi and Shandong, farmgate apple prices during mid-August ranged from RMB 0.60 to 1.00 ($0.07 -
$0.12) per kilogram for average quality. Poor quality apples were selling for gpproximately RMB 0.40 ($0.05) per
kilogram. As the gpple harvest progresses, these prices are expected to decrease. Most of China s apples usudly are
harvested in September and early October. Among dl gpple vareties, Fujis tend to earn higher average prices at all
levels of the digtribution chain. For example, at the Jnan Tikou Fruit Wholesale Market, Fuji prices during mid-August
were much higher than those for other vareities. At that market, Fuji apple prices ranged from RMB 2.80 to 4.00
($0.34 - $0.48) per kilogram versus RMB 1.40 to 2.00 ($0.17 - $0.24) per kilogram for Xin Hong Xing (New Red
Star) apples, the next most expensive vareity at the market. Farmgate pear prices generdly were lower than the prices
for gpples, while those for grapes were about the same levels as the year before, RMB 2.00 ($0.24) per kilogram.

With the possible exception of those few large growers, growers in many parts of China are generaly unhappy about
this Stuation. However, most seem resigned to it. Despite their unhappiness, most growers do not expect to switch
crops and will continue growing deciduous fruit. The main reason gppears to be the difficulty of converting the land for
other agriculturd pursuits. In the case of gpples and pears, many of the trees are planted on hillsides and uneven land
which has few other uses.

Shandong province is one of the few places where low prices have caused a noticeable number of crop conversons.
Enticed by higher earnings from strawberries, cherries, and vegetables, a number of growers have ripped out or
abandoned their apple and pear treesto raise these other crops. Sometimes growers even will plant vegetables and/or
strawberriesin between the tree rows. Although cherry and vegetable prices depend on the same price variables, they
can sometimes bring growers more income than apples or pears a the present time. Some crop conversions out of
apples dso may be occurring in Shaanxi province. According to anationa officid, some growers in the northern part
of the province are switching from gpple production to walnut production.

One recent phenomenais private growers organizing themsavesinto unofficial cooperatives to share resources and
better market their produce. These cooperatives now are few in number and tend to represent growers in specific
locations. Provincid governmental bodies are aware of their existence and seem unconcerned with their activities.
Whether these private groups are achieving their goas is unknown at the present time.

Government mandated standards for deciduous fruit tend to be generd, but do exist. Some of the growing provinces
are even issuing their own sets of standards. Shaanxi province, for example, in the early 1990s established apple
standards that covered the following subjects. seedlings, tree disease trestment and preservation, planting, fresh fruit
storage and preservation, and production base congtruction. In the area of fruit grading, no government standards
currently exist, but industry has adopted certain procedures for grading apples based on sze. Most loca growers and
wholesders know that by sorting therr fruit into big and small szes, the bigger Szed fruit can command higher market
prices. Grading based on qudity does not presently exit.

Government officids in generd believe that their country’s deciduous fruit industry will continue to improve in the future.
However, they also fed that the speed and scope of improvements can be enhanced with overseas cooperation and
investment. Although some internationa investment in fruit processing has occurred, overseas investment in deciduous
fruit production is nearly non-existent. In processing, investment has mainly been concentrated in the field of juice and
juice concentrate production. Oversess joint ventures such as Dole/Tropicana, Great Lakes, Kirin, and Rongzhi buy
localy grown deciduous fruit to manufacture into juice for the domestic market.
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In regards to deciduous fruit growing, one of the few overseasinvested ventures is Fufa Zhongji in the Shandong
province city of Longhua. This Singaporean venture packs localy grown agpples and pears primarily for export to
Southeast Asia. Not only does the venture have its own packing lines, but it also raises a portion of its own fruit.
Altogether it has six packing lines, two for gpples and four for pears. Surrounding the packing plant are the company's
own orchards, mainly growing pears. After afew years of poor saes due to the Asian economic criss, the venture's
business has greetly improved. Although originaly focusing of exporting, the venture' s fruit now is sold in China too.
According to reports, in Guangdong, its apples at times can sdl a higher prices than imported Washington apples.

Consumption

Chinas urban consumers eet alarge and growing amount of fruit every year. Chind s average per capita purchases by
urban householdsin 1998 was 47.86 kilograms, compared to 45.48 kilogramsin 1997. Fruit is consumed with most
meals and is a popular snack, especidly fresh deciduous fruit like apples and grapes. It is often purchased as a gift,
particularly during Chinese New Y ear and other holidays. Rising incomes are increasing the number of consumers who
can purchase fresh fruit, but the increased availability of processed foods at the same time has crested more
competition.

Apples are the most widely consumed fruit in China. In Guangdong province located in the country’ s far south and the
home of many of China srichest consumers, for example, household purchasing of gpples leads that of many other
fruits. According to provincid gatistics, annud per capita purchases of gpples by Guangdong urban householdsin
1998 was 6.22 kilograms, an amount higher than other types of fruit. During the same years, purchases of citrus were
only 3.61 kilograms and bananas 3.41 kilograms. For grapes, the purchase amount was 0.81 kilograms.

Gresater fresh fruit availability for longer periods of time also has assisted greater consumption by Chinese consumers.

L ess than a decade ago, most Chinese gpples were sold before the start of winter. According to industry sources, they
aong with other domestic deciduous fruits now can be purchased as late as March and April in the same marketing
year. Longer periods of availability mainly are due to increasesin cold storage and controlled atmosphere Sorage
capacity in China. However, these sources al'so admit that consumer demand for the stored fruit is not as greeat as
during the beginning of the season, because consumers often didike the poorer taste which long storage times can inflict
on fruit. Domestic pears generaly are not kept as long in cold storage, because they do not westher the effects of
lower temperatures over along period of time as well as gpples. Despite recent improvements, domestic deciduous fruit
during the late soring and early summer in Chinais difficult to find in loca marketplaces.

The percentage of each year's deciduous fruit harvest that goes into processed foods and beveragesis il low, usualy
10 percent or less. However, the percentages for specific fruits vary. While the percentage of the apple crop going into
processed foods and beveragesis close to the overal percentage, the percentage of the pear crop is usudly lower and
the percentage of the grape crop much higher.

According to various estimates from Chinese government and food/beverage industry sources, five to ten pecent of
each year’ s gpple crop in Chinais processed. The specific amount varies from year to year. The main product into
which apples are processed is apple juice concentrate. According to last year’s China Food Industry Y earbook, the
country’ s total apple juice concentrate production in 1998 was 90,900 tons and required 900,000 tons of apples. The
amount of apples used equaled approximately 4.6 percent of that year’ stota apple crop.
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[chinas Apple Juice Concentrate Production Situation, 1998

umber of  JApple Processing IConcentrate
|Province actories Capability * Production (Tons)
Shandong 22 257 51,800
Shaanxi 17 112 24,000
[Henan 4 60 10,800
|Liaoning 6 60 1,300
Shanxi 4 30 3,000
[Bejing 1 5
Jangsu 1 5
Totdl | 55 529 90,900
Source: 1999 China Food Industry Y earbook

The number of concentrate producing factories as of 1998 was 55 and most were located in Shandong province (22).
Shaanxi province had the second highest number of factories, but its current number isin dispute. Various published
sources cite 17 to 18 factories, but one overseas investor in Shaanxi claims that only ten are now in operation. Another
published source late last year mentioned that Shaanxi authorities were limiting the numbers of new gpplejuice
concentrate factories and trying to implement mergers between existing operations. Steedily fdling internationd gpple
juice concentrate prices over the last several years was cited as the reason for the push to merge operations. 1n 1998,
Shaanxi province accounted for over 50 percent of China’s apple juice concentrate export volume and vaue.

In the wake of the U.S. anti-dumping case against Chinese gpple juice concentrate exports, according to severa
sources, ayear ago last August a large number of Chinese gpple juice concentrate producers met in Y antai, Shandong,
to discuss the situation with the China Export Chamber of Commerce, a nationd government organization. Export
price floors were established a the meeting and based on the concentrate’ s acidity levels. The specific export price
floors were as follows: below 1.5 percent acidity, $730/Ton FOB; between 1.5 percent and 1.8 percent acidity, $800;
and above 1.8 percent acidity $850. The aleged rationde for the floors was not so much as to stop the U.S. actions,
but to control pricesin order to prevent other countries from following the U.S. Post does not know whether Chinese
apple juice concentrate exporters completely abided by these price floors over the last 12 months, but the reports of a
few overseas concentrate importers claim that Chinese export prices were at or above these floors.

Chind s gpple juice concentrate production is seasonal, based on the availablity of raw materials. Production every
year usudly beginsin August when the country’ s gpple harvest starts and lasts until around the nationd Spring Festiva
holiday period which occurs sometime in January or February depending on the lunar calendar. Concentrate factories
rarely maintain storage facilities for raw materids. In most cases, the gpples for processing are left out in the open on
the factory grounds until they are processed, exposed to the dements. In addition, nearly al large scae apple juice
concentrate factories rely on imported equipment for production.

Grapesin Chinamogtly are processed into ether raisnsor wine. The Minigtry of Agriculture estimates that
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approximately 20 percent of the grape crop every year now goes into those two products, raisins nine percent and wine
11 percent. They aso fed that this year’ s overdl percentage may be higher. According to last year's China Food
Industry Y earbook, the country’ s total national wine output in 1998 was 229,100 tons. This source aso clamed that
nearly 60 wineries existed in China, but only four had production rates of over 10,000 tons per year. The amount of
Shandong’ s grape crop which goes into wine production is claimed to be 30 to 40 percent.

Wine production in Chinais centered on the east coast, among the provinces and digtricts of Shandong, Tianjin, Hebe,
and Lisoning. Asfor raisin production, it is concentrated in the Xinjiang region Icoated in Chind s far west.

The amount of the pear crop which is processed every year is usualy about five percent. Canned pearsisthe main
product, but some pears also are processed into juice concentrate.

Trade

China continues to export more fresh deciduous fruit than it imports in terms of overal vaue and volume, but the same
does not hold truefor al types of deciduousfruit. Apple and pear exports still dwarf imports, but grapes imports are
sgnificantly higher than exports. In regardsto export destinations, Russa and Southeast AsSian countries during
marketing year 1999/2000 remained good customers asin years past. In addition, officia imports were higher than
Hong Kong re-exports, reverse of the usua import situation.

China s officid apple exports in the marketing year 1999/2000 reached 267,924 metric tons and pears 140,854 metric
tons, huge increases compared to the previous marketing year of 1998/99. During marketing year 1998/99, China's
official apple exports equaled 180,919 metric tons and pears 108,907 metric tons. Russaand Southeast Asan
countries were China' s mgjor export destinations, especidly the Philippines for apples. Its volume increased
ggnificantly compared to the previous marketing year.

In the case of China' s apple exports, different markets tend to prefer different varieties. Southeast Asian importers
mainly purchase Fujis which have a sveeter taste, while Russian importers go for varieties such as the Guoguan which
taste more sour. According to industry sources, Fujis account for alarge portion of China's gpple exports. One
sources estimates that the percentage could be as high as 80 percent.

Although grape production in China gill increases a huge rates every year, exports till are poor compared to both
gopples and pears. Export volumein 1999 did rise relative to 1998 volume, but exported amounts continue to be low.
Grapes are the only fresh deciduous fruit in which China s officid imports are larger than exports. For 1999, officid
exports were 437 metric tons and officid imports 44,156 metric tons. Most of China' s grape imports during marketing
year 1999/2000 originated from the United States.

While lagt year’ s U.S. anti-dumping case againgt Chinese apple juice concentrate exports affected U.S. imports,
China s overdl apple juice export Stuation seemingly was not affected. Apple juice exports for marketing year
1999/200 were more than double compared to the previous marketing year. The volume for 1999/200 was 153,059
metric tons and for 1998/99 70,711 metric tons. European countries and Japan imported more than in years past.

The mogt sgnificant development in China' s fresh deciduous fruit trade during marketing year 1999/2000 was the
China s officid imports surpassing the Hong Kong re-export totals. China s officid gpple imports for marketing year
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1999/2000 were 24,098 metric tons and pears 650 metric tons, while Hong Kong re-export volumes equaled 17,769
metric tons and pears 26 metric tons. During 1999, officia grape imports were 44,156 metric tons and Hong Kong re-
export volume for grapes 41,575 metric tons. Over the last severd years, the unofficid trade traditionaly has been
higher. Thereasonsfor thisreversa currently are uncertain ,but the most likely explanation is elther stricter import
regulation enforcement, improved customs accounting, more direct importation, or any combination of these

possibilities

In years past, most of Chinas fresh deciduous fruit imports entered the country via Hong Kong through unofficia import
channels. Under this system, some importers negotiated officid exemptions to the officiad phytosanitary restrictions and
receive specid tariff rates, while othersrelied on unofficia channels. Much of the fruit entering through unofficia
channdls was not recorded in Chinas customs gatistics, because importers using these channels often underdeclare
and/or misdeclare their cargo to loca customs officials.

Juice concentrate and other processed fruit products are importable and have potentia for U.S. exporters despite high
tariffs. However, given China s own sizable apple juice concentrate production capacity, competing againgt loca gpple
juice concentrate producers might be difficult.

[chinas Monthly Fresh Apple Trade Summary CY 1999

(Volume Metric Tons, Vdue US3)

Imports [Exports

[Month Voume Vaue Vaume  vaue
January 737 263,096 16,606 6,701,417
|February 2,112 745,169 16,569 6,480,997
IMarch 3,172 1,109,522 14,074 5,240,373
April 5328] 1,871,724 8,977 3,351,520
May 2,114 742,528 6,272 2,378,845
June 3,737] 1,434,379 6,058 2,696,669
July 3,632] 1,455,038 2,354 1,036,500
A_ugust 2,305 932,787 3,992 1,346,577
September 2,561] 1,022,008 19,264 5,309,003
[October 718 285,390 31,043 10,108,798
[November 515 205,782  48,773] 16,869,356
[December 52| 201,279  45271] 14448572
Total |  27433] 10268702] 219,253] 75,968,627
Source: Chinas Customs Statistics
[chinas Monthly Fresh Apple Trade Summary CY 2000

(Volume: Metric Tons, Vaue: US$)

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #CH0618

Page 16 of 32

I mports [Exports
[Month lolume Vaue Voume  Vdue
January 1,036 429,350 22,826 8,732,718
|February 1,411 593,139 19,584 6,841,387
IMarch 2,304 977,315 25,406 7,960,429
April 3,728] 1,584,410 22,434 7,569,384
May 2,324] 1,066,002 15,405 6,209,181
June 3,064 1,461,604 11,571 4,818,484
July
August
Qtember
|October
[November
IDecember
Total | 13867 6,111,820 117,226] 42,131,583
Source: Chinas Customs Statistics
[chinas Monthly Fresh Grape Trade Summary CY 1999

(Volume Metric Tons, Vdue USP)

I mports [Exports
[Month lolume Vaue Voume  Vdue
January 427 186,988 64 35,967
|February 1,175 553,263 26 3,500
IMarch 3,935 1,809,854 0 0
April 7,722 3,945,764 0 0
May 2,580l 1,422,050 0 0
June 4,074] 2,285,733 0 0
July 1,395 931,976 4 1,332
A_ugusi 506 362,213 438 13,282
September 6,410 3,490,164 46 12,299
|October 5141y 2,786,347 104 64,133
|N ovember 6,207} 3,330,583 100 37,956
[December 4,584] 2,473,009 46 8,215
Total | 44,156] 23,577,944 438] 176,684
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Source: Chinas Customs Statistics
[chinas Monthly Fresh Grape Trade Summary CY 2000
(Volume Metric Tons, Vaue US3$)
I mports |Exports

[Month IVoume Vaue Voume  Jvaue

January 2,793] 1,454,932 8 3,866
|February 2,723] 1,428,280 0 0
[March 5412] 2,922,032 6 2,800
April 6,789] 3,673,473 0 0
IMay 7992] 4,591,820 0 0
June 4,626 3,505,721 0 0
July

A_ugust

September
|October
|N ovember
IDecember

Total | 30,335| 17,576,258 14] 6,666
Source: Chinas Customs Statistics
[chinas Monthly Fresh Pear Trade Summary CY 1999
(Volume Metric Tons, Vaue US$)
I mports |Exports

[Month IVoume Vadue Voume  Jvaue

January 105 33,829 10,050 2,921,773
|February 395 127,443 7,162 1,675,060
IMarch 454 146,500 6,857 1,961,890
April 495 159,870 6,093 1,844,800
|May 230 75,022 3,515 924,990
June 32 10,333 4111 891,833
July 73 40,826 3,380 677,986
A_ugust 4 2,827 5,443 1,112,067
September 29 13,452 15,077 3,558,717
|October 13 6,560 16,954 4,491,121
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[November | 13 6793 22511] 5131799
[December | 0 288]  20,282] 5,003,679
Totdl | 1,843 623743 121,435] 30195715
Source: Chinds Customs Statistics
[chinas Monthly Fresh Pear Trade Summary CY 2000

(Volume Metric Tons, Vaue US$)

I mports |Exports

[Month Voume Vaue Voume  vaue
January 51 16053] 11618] 3,037,313
|February 7 8,055 7,708] 1,889,867
[March 64 37,880 12,787] 2,886,614
April 191 106,556 20,274 4,575,173
IMay 160 80 8,305] 2,098,388
e 44 22,887 4,785] 1,501,555
July
August
September
|October
|November
IDecember
Totdl | 517 191511] 65477] 15988910

Source: Chinds Customs Statistics

[chinas Fresh Apple Exports by Destination in MY 1999/2000

(Metric Tons)

|Country 1999 1999 2000 2000]  Jul 1999-

(Qtr 3) (Qtr 4) (Qtr 1) (Qtr 2) Jun 2000
|Bahrian 0 20 5 10 35
[Bangladesh 0 0 52 0 52
[Brune 0 6 0 0 6
[Burma 4,495 14,062 208 0 18,765
[cambodia 125 174 244 39 582
[North Korea 6 658 1,281 1,281 3,226
[Hong Kong 384 1,570 2,199 2,748 6,001
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India 0 0 60 19 79
Indonesa 815 2,902 3,232 5,729 12,678
Japan 37 146 22 210 415
Jordan 0 20 0 0 20
[Kuwait 0 63 0 0 63
|Laos 544 870 221 155 1,790
|M acau 38 282 258 135 713
|M daysa 3,391 11,557 5,529 4,680 25,157
|Mongo|ia 1,134 2,876 764 966 5,740
|Nepa| 0 1,604 984 117 2,705
[Pakistan 40 98 0 0 138
|Philippines 5,897 37,558 4,244 7,124 54,823
Saudi Arabia 0 286 165 56 507
Singapore 1,690 7,740 4,836 5,106 19,372
Si Lanka 0 314 1,282 65 1,661
Thailand 1,568 5,699 2,484 1,592 11,343
|[UA.E. 70 722 257 1,008 2,057
Vietham 2,251 16,544 13,682 4,737 37,214
|Botswana 0 0 20 0 20
Begium 0 40 0 0 40
Greset Britan 0 239 590 655 1,484
lcermany 0 43 65 7 115
Ity 0 98 46 0 144
[Netherlands 17 525 764 119 1,425
Spain 0 42 228 127 397
Sweden 0 127 74 0 201
[Kazakhstan 29 1,543 1,201 858 3,631
|@hiza 0 122 138 269 529
Russa 3,079 16,537 22,681 11,599 53,896
[United States 0 0 0 0 0
TOTAL 25,610 125,087 67,816 49,411 267,924
Source: Chinas Customs Statistics
|Chinas Fresh Apple Imports by Destination in MY 1999/2000
(Metric Tons)

|Country 1999 1999 2000 2000 Jul 1999

(Otr 3) (Otr 4) (Otr 1) (Otr 2) Jun 2000
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Taiwan 46 0 0 0 46
INepal 0 0 3 0 3
Singapore 42 0 15 0 57
[Egypt 0 0 0 0 0
Augraia 25 0 0 0 25
South Africa 193 0 0 0 193
|Germany 0 38 0 0 38
|France 0 41 0 0 41
|Brezil 36 0 0 0 36
[chile 1,013 39 227 458 1,737
|canada 0 0 0 0 0
[United States 2,413 1,470 4,033 2,547 10,463
INew Zedland 4,730 146 472 6,111 11,459
TOTAL 8,498 1,734 4,750 9,116 24,098
Source: Chinds Customs Statistics
|China's Fresh Grape Exports by Detination in CY 1999
(Metric Tons)

|Country 1999 1999 1999 1999  Jan 1999-

(Qtr 1) (Qtr 2) (Qtr 3) (Qtr4)]  Dec 1999
|Hong Kong 25 0 1 0 26
[Macau 0 0 0 0 0
Singapore 0 0 30 11 41
IMaaysa 0 0 9 0 9
[Mongolia 0 0 1 11 12
[North Korea 1 0 0 0 1
\Vietnam 25 0 0 105 130
[Russa 39 0 57 122 218
TOTAL 90 0 98 249 437
Source: Chinds Customs Statistics
|Chinas Fresh Grape Imports by Dedtination in CY 1999

(Metric Tons)

|Country 1999 1999 1999 1999  Jan 1999-

(Qtr 1) (Qtr 2) (Qtr 3) (Qtr4)]  Dec 1999
Japan 0 0 0 0 0
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IMdaysa 0 0 0 0 0
INepal 0 0 0 0 0
|Philippines 0 20 0 0 20
Thaland 0 55 0 0 55
South Africa 12 223 0 0 235
[chile 861 5,070 927 0 6,858
[canada 0 733 0 0 733
|United States 4,601 6,828 7,115 15,931 34,475
Ausrdia 50 944 270 0 1,264
[New Zedland 13 503 0 0 516
TOTAL 5,537 14,376 8,312 15,931 44,156
Source: Chinds Customs Statistics
|chinas Fresh Pear Exports by Destination in MY 1999/2000
(Metric Tons)

|Country 1999 1999 2000 2000  Jul 1999-

(Qtr 3) (Qtr 4) (Qtr D) (Qtr 2 Jun 2000
[Batrain 0 0 17 10 27
|Bangladesh 0 0 108 301 409
|Brune 0 2 22 0 24
[Buma 214 543 0 0 757
|cambodia 0 19 68 0 87
|Hong_] Kong_] 4,596 9,640 2,802 2,669 19,707
India 0 20 30 0 50
Indonesia 728 5431 5,141 5415 16,715
Japan 9 0 0 0 9
IMacau 86 586 141 77 890
IMaaysa 8,081 13,838 8,614 8,018 39,451
[Mongolia 0 27 0 0 27
[Nepal 0 8 0 0 8
[North Korea 0 2 2 0 4
|Prilippines 231 3,226 513 595 4,565
Saudi Arabia 20 22 0 0 42
Singapore 6,105 9,330 5,048 3,793 24,276
South Korea 0 0 0 0 0
Si Lanka 0 74 152 0 226
Taiwan 17 0 0 5 22
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Thailand 135 873 452 162 1,622
[UAE. 75 291 97 57 520
Vietnam 1,463 7,755 2,623 1,416 13,257
Egypt 0 22 23 0 45
Iguth Africa 0 23 0 0 23
Bdgium 20 387 194 0 601
Great Britain 194 466 222 216 1,098
|Germany 22 29 0 0 51
|France 22 9 0 0 31
Italy 34 62 50 7 153
INetherlands 229 383 468 83 1,163
Spain 0 0 0 0 0
Audtria 0 0 0 0 0
Sweden 0 20 0 0 20
Kirghizia 0 0 10 0 10
IEzakhstan 0 17 0 0 17
[Russa 1,597 2,344 2,968 1,047 7,956
[Honduras 22 22 0 0 44
|Canada 0 1,430 1,069 126 2,625
|United States 0 1,461 1,240 119 2,820
Augraia 0 1,324 41 0 1,365
INew Zedland 0 62 0 44 106
TOTAL 23,900 59,748 32,115 25,060 140,823
Source: Chinad's Customs Statistics
|Chinas Fresh Pear Imports by Destination in MY 1999/2000
(Metric Tons)

[Country 1999 1999 2000 2000  Jul 1999-

(Qtr 3) (Qtr 4) (Qtr 1) (Qtr 2) Jun 2000
Japan 33 0 49 281 363
South Korea 0 0 0 0 0
[Mdaysa 0 0 0 0 0
Thailand 24 0 0 1 25
Taiwan 0 26 0 0 26
South Africa 0 0 0 0 0
[chile 21 0 50 0 71
lcanada 0 0 0 0 0
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|United States 0 0 0 1 1
Augrdia 29 0 0 0 29
INew Zedland 0 0 23 112 135
TOTAL 107 26 122 395 650
Source: China's Customs Statistics
|Chinas Fresh Apple Juice Exports by Degtination in MY 1999/2000
(Metric Tons)

|Country 1999 1999 2000 2000]  Jul 1999-

(Qtr 3) (Qtr 4) (Qtr 1) (Qtr 2) Jun 2000
[Cyprus 0 0 0 0 0
[Hong Kong 50 49 65 116 280
India 0 0 19 58 77
Japan 2,276 5,248 4,954 6,368 18,846
|srael 40 173 259 175 647
IMacau 0 7 0 0 7
IMaaysa 0 42 25 21 88
[Mongolia 3 0 0 0 3
[Prilippines 20 0 19 3 42
Saudi Arabia 0 0 0 110 110
Singapore 95 66 37 56 254
South Korea 20 395 527 39 981
Thailand 37 41 28 89 195
Turkey 0 233 205 410 848
Taiwan 315 251 228 520 1,314
Egypt 0 0 0 19 19
IM_auritius 0 58 40 81 179
South Africa 237 2,393 1,229 1,640 5,499
[Belgium 0 0 0 0 0
|Great Britain 0 574 314 854 1,742
lGemany 2,319 12,462 4,574 3,404 22,759
[France 0 0 945 0 945
Ireland 0 40 40 0 80
ltaly 0 1,980 1,742 495 4,217
INetherlands 395 19,267 10,789 3,959 34,410
[Greece 0 0 0 20 20
Spain 0 1,009 220 123 1,352
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Audtria 0 78 0 238 316
|Finland 0 82 776 82 940
[Hungary 0 0 0 0 0
[Denmark 39 264 185 39 527
[Poland 0 1,117 1,012 214 2,343
[Romania 0 0 0 1,228 1,228
Sweden 0 158 265 100 523
Switzerland 0 0 0 0 0
|K azakhstan 0 0 0 41 41
[Russia 39 356 1,077 1,040 2,512
[Ukraine 0 1,476 495 575 2,546
|Domi nican Rep. 0 0 0 42 42
IMexico 0 0 0 213 213
[Puerto Rico 0 0 0 76 76
|Canada 115 2,973 2,529 1,418 7,035
|United States 411 5,063 17,571 5,792 28,837
Augrdia 1,031 4,685 2,506 2,685 10,907
INew Zedland 0 20 20 19 59
[Others 0 0 159 99 258
TOTAL 7,442 60,560 52,854 32,461 153,059

Source: Chinas Customs Statistics

|Chinas Fresh Apple Juice Imports by Degtination in MY 1999/2000

(Metric Tons)

|Country 1999 1999 2000 2000 Jul 1999-

(Qtr 3) (Qtr 4) (Qtr 1) (Qtr 2) Jun 2000
|Hong Kong 0 1 0 2 3
Japan 0 0 0 0 0
[Mdaysa 0 0 0 0 0
South Korea 3 1 3 5 12
Tawan 19 4 11 9 43
South Africa 5 17 17 17 56
Belgium 2 0 0 0 2
Greset Britan 3 0 1 2 6
|Germany 20 10 0 5 35
[France 0 0 0 0 0
[Netherlands 4 3 0 0 7
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Spain 0 0 1 4 5

[Hungary 21 0 0 34 55
|canada 2 33 0 0 35
[United States 21 1 2 7 31
Audrdia 68 19 82 17 186
INew Zedand 1 1 0 0 2
TOTAL 169 90 117 102 478
Source: Chind's Customs Statistics

HONG KONG RE-EXPORTS TO CHINA:
(Vaue U.S$ thousands, Volume: Metric Tons)
APPLES, FRESH:

Iy 1998/99 MY 1999/2000
[Origin Vaue Quantity [Vadue Quantity
JUSA. 20,610] 25,909 8,622 12,097
[Netherlands 0 0 1,430 1,908
INew Zealand 964 949 431 490
Audrdia 225 171 40 48
|U.S. Oceania 31 36 0 0
[chile 1,426] 2451 1,520 2,692
IBrazil 248 312 47 109
Japan 28 35 0 0
South Africa 12 17 32 56
Thailand 22 23 185 255
Tawan 0 0 0 0
Italy 0 0 36 69
Armenia 83 96 0 0
[Others 0 0 11 45
Tota 23649| 29,997 12,354 17,769
Source: Hong Kong Re-export Statistics, Hong Kong
|Department of Census
HONG KONG RE-EXPORTS TO CHINA:
(Vaue U.S$ thousands, Volume: Metric Tons)
|GRAPES, FRESH:
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CY 1998 CY 1999
[Origin Vaue Quantity [Vaue Quantity
|[USA. 44,359 47,662 18,253 18,655
South Africa 0 0 460 829
Thailand 0 0 121 152
Audrdia 24 7 3,132 2,875
[New Zedland 46 25 0 0
IChiIe 263 285 14,790 19,049
[Others 2 2 20 15
Total 44,694 47,981 36,776 41,575
Source: Hong Kong Re-export Statistics, Hong Kong
|Department of Census
HONG KONG RE-EXPORTS TO CHINA:
(Vaue U.S$ thousands, Volume: Metric Tons)
IPEARSAND QUINCES, FRESH:

MY 1998/99 MY 1999/2000
[Origin Vaue Quantity [Vdue Quantity
|[USA. 56 108 0 0
Audrdia 34 47 0 0
Japan 592 414 0 0
|Chile 120 175 0 0
South Africa 0 0 15 26
South Korea 1 3 0
|Others 0 0 0
Total 804 746 15 26
Source: Hong Kong Re-export Statistics, Hong Kong
|Department of Census
Trade Policy

China simport tariff rates for fresh deciduous fruit have remained unchanged since last year. The specific rates are as
follows: apples 30 percent, pears 30 percent, and grapes 40 percent. In addition, aVaue Added Tax is assessed and
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for these fruits it equals 13 percent. The last time Chinese import tariff rates for fresh deciduous fruit declined wasin
1997.

With China s upcoming entry into the World Trade Organization (WTO), import tariffs on agricultura products are
expected to fdl in the near future. Based on the recent WTO accession agreement which China signed with the U.S,,
Chinese import tariffs by the year 2004 are expected to decrease to 10 percent for apples, 10 percent for pears, and
13 percent for grapes.

China agreed to dlow the importation of fresh grapes from Cdiforniagrowing areasin 1997. Cdifornian grapes and
Washington state gpples currently are the only two U.S. deciduous fruits that are not restricted from entering China for
phytosanitary reasons. Asfor other countries deciduous fruit, China aso dlows the importation of Austraian apples
from Tasmaniaand certain varieties of New Zedand apples.

Marketing

Both domestic and imported fresh deciduous fruit can be found in wholesale and retall markets dl over China. While
the amounts and varieties of imported fresh deciduous fruit have risen over the years, the same aso can be said of
domestic origin fruit. For domegtic deciduous fruit, this development is largely due to improved distribution from the
farm to the market. However, poor packing and storage methods among the distributors and marketers of domestic
fruit should continue to maintain a market in Chinafor imports.

Growers for many years mainly relied on loca government offices and companies to buy and market therr fruit.
Growers a the same time did have (and still do) the opportunity to sell their fruit themselves at the loca free markets,
but competition among themselves for the same loca customers and the high costs versus returns kept them from
traveling too far away from their land to sdll their crop at other locations congtrained potential earnings. In addition,
relatively smdl individua grower crops prevented direct sales to volume fruit buyers such as processors and exporters.
Processors and exporters did not want the troubles involved with consolidating small purchases from a large numbers of
growers.

The gppearance of private digtributors in the latter haf of the 1990s has helped growers by giving them more sdes
options and better prices through greater buyer competition. Operating mainly during the harvest seasons, these private
distributors buy in mgor growing regions and then sell locdly or to other parts of the country where supply of the
productsis not as great. The number of these private produce ditributorsin Chinais estimated at over 100,000 and
the competition between them isfierce. According to one such private distributor in Shandong province and who sdlls
locdly, he usudly earns only RMB 0.20 ($0.02) per kilogram of fruit. When buying from growers, these digtributors
during the harvest season drive to growing areas and wait for growers to come to sdll their produce.

Despite the gppearance of new market participants in the distribution system, loca government offices and companies
have not been totally put out of business. Some have improved their service and prices to meet the competition. In
addition, some volume buyers till rely on them, because of relationships between the volume buyer and the local
government and in locations quite distant from mgjor urban areas the local government office and/or company gtill may
be the only big distributor buyer in the locadle. However, the volumes of fruit handles by these offices and companiesis
low compared to total production. According to Hebel provincia officids, their government-owned companies and
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offices now handle the didtribution of only 30 percent of the province s entire fruit output. The remainder is handled by
individua growers and private companies.

Loca governments have helped didribution in other waystoo. The Shaanxi provincia government invested in the
edtablishment of a Shaanxi fruit wholesae market in Dongguan county in Guangdong province. Starting in late 1997,
many Shaanxi fruit companies have set up operations at the market to tackle both the loca Guangdong market and the
export markets of Hong Kong and Southeast Asa. After nearly three years, the market till isin business.

An enhanced domestic distribution system has greetly helped Chinas fresh deciduous fruit industry, but limited use of
proper packing techniques and storage facilities Still acts as a condtraint to the scale of further improvements. A large
magority of domestic distributors operate with few facilities and prefer using large amounts of labor in place of capitd.
Consequently, fruit is stored in facilities at the prevailing air temperature and handled by people instead of machinery,
often quickly degrading qudity over time. Old underground bunkers, caves, and dirt pits remain widdly used as Sorage
gtesfor fruit. Inaddition, this arrangement tends to limit their operation period every year from around harvest to
severa months afterwards. In contrast, many domegtic distributors and importers of imported fruit maintain cold
gtorage facilities to extend the sales period of their products.

Growers rasing more than several mus of fruit often will maintain their own smple storage facilities. These facilities tend
to resemble underground bomb shelters with packed dirt floors and no cooling equipment. One such facility in Shaanxi
province visited by Post had an estimated storage capacity of 5,000 kilograms. The owner claimed that in hisfacility
Fuji apples can stay in good condition until December (three to four months after harvest) and New Red Star gpples
until May (eight to nine months after harves).

The storage Stuation is changing, abeit dowly, due to the establishment and operation of new cold and controlled
atmosphere storage capacity. Four controlled atmosphere storage facilities now operate in Chinaand more are
expected to open in the near future. According to industry sources, controlled atmosphere storage facilities exist in the
Shandong provincid cities of Longkou, Penglal, and Y antal, plus another in the Shaanxi city of Xian. The Shandong
faclitiesare dl rdatively smal with cgpacities ranging from 1,000 to 2,000 tons and were built over the last three to five
years. The Xian fadility islarger, a 8,000 ton capacity. Another facility is currently under congtruction in Qingdao and
othersin the Liaoning province cities of Daian and Yingkou. All of the existing controlled aimosphere storage facilities
are mainly used to store gpples. Cold storage facilities for fruit are becoming more and more prevaent, but they tend to
be poorly congtructed and/or technologicaly primitive. China stotal cold storage capacity for fruit is unknown. No
known figures or estimates exist. Greater cold storage capacity and the introduction of controlled atmosphere facilities
has increased the period of availability of domegticaly produced fresh fruit, but il fals short of making the fruit
available year round. Oneindustry participant claims that Shaanxi’s cold storage capacity for fruit covers lessthan 20
percent of the crop every year. Published sources claim coverage across the nation ranges from 15 percent to 20
percent.

Even with enhanced digtribution channels and more cold storage capacity, crop wastage rates can be high every year.
One industry source claimed that approximately 15 percent of Shaanxi province' s gpple crop went to waste last year
and another setsthe province srate even higher a 35 percent. The provinceis China s second largest gpple producing
region. A source in Sichuan told Post last year a Sizable amount of that province' s apple crop never reached market
and went to waste due to poor trangportation infrastructure and the lack of distribution channds, particularly in the
province s numerous mountain areas. Along with poor distribution and transportation infrastructure, excess handling
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from harvesting to fina retail sde aso has been cited as areason for the high wastage rates.

Adding further difficulty to distributors operationsis the growers tendency to sdl most of ther fruit immediately after
harvest. Growersrardly invest in storage facilities for themsalves. For parts of the harvest that they do not immediately
I, burying fruit underground and putting it in caves are common storage methods.

APPLE PRODUCTION in CHINA

[Fresh Apples (HA) (K Trees) (MT)

IMarket Year 07/98 07/99 07/2000
Revised 1998 Prelim 1999 Forecast 2000

Area Planted 2,621,600 2,440,000 2,302,000

Area harvested

|Bearing Trees

INon-beari ng Trees

Tota trees ]

[Commercia Production

INon-commercial Prod.

Total Production 19,480,720 20,800,000 22,050,000

Tota Imports 27,000 24,098 22000

Tota Supply 19,507,720 20,824,098 22,072,000

|Domestic Fresh Cons 18,209,700 18,806,174 19,787,000

|Exports, Fresh Only 181,000 267,924 285,000

IFor Process ng 1,117,020 1,750,000 2,000,000

\Withdrawl from Market

Tota Utilization 19,507,720 20,824,098 22,072,000

GRAPE PRODUCTION IN PRC

Fresh Grapes (HA) (K Trees) (MT)

[calendar Year 01/98 01/99 01/2000
Revised 1998 Prelim 1999 Forecast 2000

Area Planted 178,000 223,000 240,000

Area harvested

[Bearing Trees

INon-beari ng Trees

Tota trees

[Commercia Production

|Non-commercid Prod.
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Totad Production 2,358,219 2,710,000 2,757,000
Tota Imports 48,000 44,156 42,000
Tota Supply 2,406,219 2,754,156 2,799,000
[Domestic Fresh Cons 1,981,073 2,211,719 2,192,100
|Exports, Fresh Only 646 437 400
IFor Process ng 424,500 542,000 606,500
\Withdrawl from Market
Tota Utilization 2,406,219 2,754,156 2,799,000
PEAR PRODUCTION IN CHINA
Fresh Pear (HA) (K trees) (MT)
IMarket Y ear 07/98 07/99 07/2000
Revised 1998 Prelim 1999 Forecast 2000

Area Planted 918,500 977,000 945,000
Area harvested
[Bearing Trees
|Non-béari ng Trees
Tota trees
[Commercia Production
INon-commercial Prod.
Total Production 7,275,464 7,740,000 8,050,000
Tota Imports 800 650 550
Tota Supply 7,276,264 7,740,650 8,050,550
[Domestic Fresh Cons 6,803,564 7,199,796 7,490,550
|Exports, Fresh Only 108,900 140,854 150,000
|For Process ng 363,800 400,000 410,000
Withdrawl from Market
Tota Utilization 7,276,264 7,740,650 8,050,550
Trade Marix
Apples, Fresh

|Exportsfor MY 1999/2000 to: |I mports for MY 1999/2000 to:

Jus o of -Jus ... 10,463
- [Other - |Other

Philippines 54,823] |New Zedand 11,459

Russa 53,806] |chile 1,737
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Vietnam 37,214] |South Africa 193
Maaysa 25,157] |Singapore 57
Singapore 19,372
Buma 18,765
Iindonesia 12,678
Tota of Others 221,905| [Totd of Others 13,446
Others not listed 46,019] [Othersnot listed 189
Grand Tota 267,924] |Grand Tota 24,098
Note: For Exports and Imports, Chinas official customs statistics
ere used.
Trade Marix
|Grapes, Fresh
|Exportsfor MY 1999 to: |I mportsfor MY 1999 from:
Jus . of -lus. ... 34,475
-Other - [Other
|Russa 218] [Chile 6,858
Vietnam 130] JAudrdia 1,264
[Singapore 41] [Canada 733
|Hon9 Kong 26] |New Zedand 516
Mongolia 12|  |south Africa 235
IMaaysia 9| [rnalad 55
Total of Others 436 Total of Others 9,661
Others not listed 1] [Othersnot listed 20
Grand Tota 437] |Grand Totd 44,156
Note: For Exports and Imports, Chinds officia customs statistics
ere used.
Trade Marix
|Pears, Fresh
|Exportsfor MY 1999/2000 to: |I mports for MY 1999/2000 to:
JUS ... 2820] -lus. ... 1
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-Other Other

Maaysa 39,451] Papan 363
Singapore 24,276] |New Zedand 135
JHong Kong 10707] [chile 71
Iindonesia 16,715 |ausraia 29
\Vietnam 13,257] [Tawan 26
Russa 7,996] [Thalad 25
IPhilippines 4,565

Tota of Others 125,967 [Totd of Others 649
Others not listed 12,067] [Othersnot listed 0
Grand Tota 140,854 |Grand Totd 650

INote: For Exports and Imports, Chinas officid customs statistics
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